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SUBJECT: SAUDI GUARANTEE OF FY 1976 FMS LOAN TO JORDAN 

REF: AMMAN 2143 (NOT SENT LONDON) 

1 . AFTER EXAMINING TEXT OE SAUDI GUARANTEE (REFTEL) 

THOROUGHLY, WE WERE EORCED TO CONCLUDE THAT IT IS INADE- 
QUATE. IT IS AMBIGUOUS ON THE ESSENTIAL POINT OP WHO 
WOULD ASSUME LIABILITY POR REPAYMENT OP THE PRINCIPAL OP 
THE LOAN IN THE LIKELY EVENT THAT THE JORDANIANS THEM- 
SELVES CANNOT REPAY IT. INDEED, NUMBERED PARAGRAPHS 2(B) 

AND 5 OF THE SAUDI GUARANTEE COULD BE INTERPRETED TO MEAN 
THAT SAG AGREES TO BECOME LIABLE POR REPAYMENT ONLY ALTER 
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DOD HAD DEPAULTED ON ITS SEPARATE, ULTIMATE GUARANTEE TO 
THE PEDERAL PINANCING BANK-A SITUATION THAT OUGHT TO BE 
THE OTHER WAY AROUND. EVEN IP THIS IS NOT WHAT SAUDIS 
REALLY INTEND, THE LANGUAGE OP THEIR GUARANTEE IS SO VAGUE 
AS TO CREATE UNCERTAINTY IN OUR MINDS AND POSSIBLY GIVE 
RISE TO PUTURE CONFUSION AND MISUNDERSTANDINGS ABOUT WHERE 
LIABILITY POR REPAYMENT REALLY LIES. 
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2. AT U.S.-JORDANIAN JOINT MILITARY TALKS HERE APRIL 21-22, 

DOD REPRESENTATIVES INFORMED THEIR JORDANIAN COUNTERPARTS 
OP POREGOING. THEY NOTED, HOWEVER, THAT THE SAUDI 
GUARANTEE COULD BE MADE ACCEPTABLE IP AN ADDITIONAL PARA- 
GRAPH (SEE PARA 4 BELOW) WERE INSERTED AFTER NUMBERED 
PARAGRAPH 7 IN THE SAUDI DOCUMENT. WE FURNISHED TEXT 

OF THIS ADDITIONAL PARAGRAPH TO THE JORDANIANS AND SUG- 
GESTED THEY CONVEY IT TO THE SAUDIS FOR APPROVAL. 

GENERAL BIN SHAKER (WHO HAD BROUGHT THE ORIGINAL OF THE 
SAUDI GUARANTEE TO WASHINGTON) INDICATED THAT KING 
HUSSEIN WOULD PROBABLY APPROACH KING KHALID ON THIS MATTER 
IN LONDON BEFORE HIS (HUSSEIN'S) APRIL 24 DEPARTURE FOR 
THE U.S. 

3. IN AN APRIL 23 MEETING WITH SAUDI AMBASSADOR ALIREZA, 
ASSISTANT SECRETARY ATHERTON BRIEFED HIM ON THE SITUATION 
DESCRIBED ABOVE, GAVE HIM THE TEXT OF OUR PROPOSED 
ADDITION TO THE SAUDI GUARANTEE (ALONG WITH COPIES OF 
ALL OTHER DOCUMENTS RELATING TO THE FMS LOAN), AND SUG- 
GESTED THAT HE RELAY IT TO HIS GOVERNMENT. ALIREZA 

SAID HE WOULD DO SO, ALTHOUGH HE ACKNOWLEDGED THAT THE 
JORDANIANS THEMSELVES MAY ALREADY HAVE RAISED THIS MATTER 
WITH KING KHALID IN LONDON. ATHERTON NOTED THAT WE CON- 
TINUE TO EXPECT THAT THE JORDANIANS WILL TAKE PRIMARY 
RESPONSIBILITY FOR OBTAINING AN ACCEPTABLE SAUDI GUARANTEE, 
BUT HE HOPED THAT OUR PARALLEL APPROACH TO ALIREZA WOULD 
FACILITATE THEIR EFFORTS. HE POINTED OUT THAT WE FULLY 
EXPECT JORDAN WILL BE UNABLE TO REPAY THE PRINCIPAL OF THE 
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LOAN AND THAT SAG-IF IT AGREES TO GUARANTEE THE LOAN, 

AS WE HOPE IT WILL- WOULD INEVITABLY BE CALLED UPON TO 
MAKE GOOD ON ITS GUARANTEE. 

4. TEXT OF OUR PROPOSED ADDITION TO THE SAUDI GUARANTEE 
READS AS FOLLOWS: 

QUOTE: 8. NOTWITHSTANDING ANY PROVISION OF THE AFORESAID 
TO THE CONTRARY, SAMA AGREES THAT: (A) ALTHOUGH THE 
UNITED STATES DEPARTMENT OF DEFENSE IS ALSO A SECONDARY 
OBLIGOR WITH RESPECT TO THE NOTE BY REASONS OF ITS 
GUARANTY DATED MAY 26, 1976, THIS GUARANTY SHALL TAKE 
PRECEDENCE OVER THE GUARANTY OF THE UNITED STATES 
DEPARTMENT OF DEFENSE WITH RESPECT TO THE PRINCIPAL 
AMOUNT OF THE NOTE, AND SAMA ACKNOWLEDGES THAT THE BANK, OR 
ANY OTHER HOLDER OF THE NOTE, MAY, IN THE EVENT OF DEFAULT 
BY THE BORROWER IN THE DUE AND PUNCTUAL PAYMENT OF THE 
UNPAID PRINCIPAL AMOUNT DUE UNDER THE NOTE, HAVE FIRST 
RECOURSE FOR PAYMENT THEREOF UNDER THIS GUARANTY; (B) IN 
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THE EVENT EITHER (I) OF DEFAULT BY SAMA OF ITS OBLIGA- 
TIONS UNDER THIS GUARANTY AND OF CONSEQUENT PAYMENT BY 
THE UNITED STATES DEPARTMENT OF DEFENSE UNDER ITS GUARANTY 
TO THE BANK, OR ANY HOLDER OF THE NOTE, OF ANY UNPAID 
PRINCIPAL AMOUNT DUE UNDER THE NOTE, OR (II) OF THE BANK, 

OR ANY OTHER HOLDER OF THE NOTE, HAVING HAD FIRST RECOURSE 
AGAINST THE UNITED STATES DEPARTMENT OF DEFENSE UNDER ITS 
GUARANTY FOR PAYMENT OF ANY UNPAID PRINCIPAL AMOUNT DUE 
UNDER THE NOTE, THE UNITED STATES DEPARTMENT OF DEFENSE 
SHALL BE FULLY INDEMNIFIED, TO THE EXTENT OF ANY PAYMENT 
MADE UNDER ITS GUARANTY, BY SAMA; AND (C) SAMA HEREBY 
WAIVES DILIGENCE, DEMAND, PROTEST, PRESENTMENT, AND ANY 
REQUIREMENT THAT THE BANK, OR ANY HOLDER OF THE NOTE, 
EXHAUST ANY RIGHT OR POWER TO TAKE ANY ACTION AGAINST THE 
BORROWER OR THE UNITED STATES DEPARTMENT OF DEFENSE AND 
ANY NOTICE OF ANY KIND WHATSOEVER TO THE BORROWER, THE 
UNITED STATES DEPARTMENT OF DEFENSE OR SAMA OTHER THAN THE 
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DEMAND FOR PAYMENT REQUIRED TO BE GIVEN TO SAMA HEREUNDER 
IN THE EVENT OF DEFAULT BY THE BORROWER ON A PRINCIPAL 
PAYMENT DUE UNDER THE NOTE, AND ACCORDINGLY AGREES THAT 
THE AMOUNT DUE AND PAYABLE UNDER THIS GUARANTY SHALL BE 
THE AMOUNT OF PRINCIPAL WHICH REMAINS UNPAID BY THE 
BORROWER FOR A PERIOD OF 10 DAYS FROM THE DATE SUCH AN 
AMOUNT WAS DUE AND PAYABLE BY THE BORROWER. END QUOTE. 
VANCE 
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